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DETAILED ACTION 



Information Disclosure Statement 

1. The information disclosure statement (IDS) submitted on 2/25/2004 was 
considered by the examiner. 

Claim Rejections - 35 USC § 102 

2. The following is a quotation of the appropriate paragraphs of 35 U.S.C. 102 that 
form the basis for the rejections under this section made in this Office action: 

. A person shall be entitled to a patent unless - 

(e) the invention was described in a patent granted on an application for patent by another filed in the 
United States before the invention thereof by the applicant for patent, or on an international application 
by another who has fulfilled the requirements of paragraphs (1 ), (2), and (4) of section 371 (c) of this 
. title before the invention thereof by the applicant for patent. 

3. Claims 1-14 & 16-29 are rejected under 35 USC 102(e) as being unpatentable 
under Ross US 7,222,094 B2. 

As for claim 1 , Ross US 7,222,094 B2 teaches a straight debt security comprising: 

a maturity component providing a maturity term of the straight debt security ("Further 
still, while the description of the general embodiment referred to each of the notes as 
having a specific maturity date, any other desired maturity date may of course be used." 
Ross US 7,222,094 B2, col. 31 , lines 1 9-22); 
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a reset component providing terms and conditions for resetting a yield of the straight 
debt security ("setting a current yield for the obligation, wherein the current yield is 
applied to the obligation after the initial time period has elapsed, and wherein the 
current yield is set equal to one of a first reset yield and a second reset yield, depending 
upon a value of a share of a stock in relation to an accreted conversion price of the 
obligation; and permitting conversion of the obligation into the stock according to a 
conversion formula. Ross US 7,222,094 B2, col. 1, lines 48-59); and 

a remarketing component providing terms and conditions for remarketing the straight 
debt security to new investors, wherein, after remarketing, the straight debt security 
remains outstanding and potential recapture of excess tax benefits is postponed until 
the straight debt security ceases to be outstanding ("Each holder may agree, for U.S. 
federal income tax purposes, to treat the notes as "contingent payment debt 
instruments" and to be bound by Issuer's application of the Treasury regulations that 
govern contingent payment debt instruments, including Issuer's determination that the 
rate at which interest may be deemed to accrue for federal income tax purposes may be 
7.51%, compounded semi-annually, which may be the rate comparable to the rate at 
which Issuer may borrow on a noncontingent, nonconvertible borrowing with terms and 
conditions otherwise comparable to the notes (including the rank, term, and general 
market conditions Ross US 7,222,094 B2, col. 6, lines 46-56). 



Application/Control Number: 10/703,975 Page 4 

Art Unit: 3609 

As for claim 2, Ross US 7,222,094 B2 teaches a straight debt security of claim 1, 
wherein the reset component is structured and arranged to ensure that the straight debt 
security qualifies for treatment as a contingent payment debt instrument under the tax 
code ("It is noted, however, that the application of the regulations that govern contingent 
payment debt instruments to a holder of a note may be otherwise construed or 
interpreted by the Internal Revenue Service and it might be determined that, among 
other differences, a holder should have accrued interest income at a lower rate, should 
not have recognized income or gain upon the conversion, or should not have 
recognized ordinary income upon a taxable disposition of a note. Ross US 7,222,094 
B2, col. 6, lines 65-col. 7, line 6). 

As for claim 3, Ross US 7,222,094 B2 teaches a straight debt security of claim 1, 
wherein the reset component provides, at a remarketing time, that yield for a next period 
is set to a benchmark interest rate in effect at least three months earlier than the 
remarketing time ("In one embodiment a method for conducting a transaction is 
provided, comprising: setting an initial yield for an obligation issued by an issuer, 
wherein the initial yield is applied to the obligation for an initial time period; setting a 
current yield for the obligation, wherein the current yield is applied to the obligation after 
the initial time period has elapsed, and wherein the current yield is set equal to one of a 
first reset yield and a second reset yield, depending upon a value of a share of a stock 
in relation to an accreted conversion price of the obligation; and permitting conversion of 
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the obligation into the stock according to a conversion formula." Ross US 7,222,094 B2, 
col. 1 , lines 48-59). 

As for claim 4, Ross US 7,222,094 B2 teaches a straight debt security of claim 3, 
wherein the reset component provides a plug rate for the period starting after the end of 
the next period and ending at a future remarketing time, that when combined with the 
yield for the next period results in an interest rate that investors would accept for the 
period starting at the remarketing time and ending at a future remarketing time (Further 
still, there may be multiple adjusted interest rates for multiple stock price thresholds 
(wherein the adjusted interest rate may move up and/or down). Further still, there may 
be a formula or "sliding scale" for setting (e.g., up or down) the adjusted interest rate 
(e.g., one or both of the first reset accretion rate and the second reset accretion rate) for 
one or more stock price thresholds (such a "sliding scale" may comprise setting the 
adjusted interest rate to one or more values depending upon the stock price and the 
sliding scale may be fixed at the time of the issuance of the obligation and/or the sliding 
scale may be fixed after the issuance of the obligation and/or the sliding scale may vary 
overtime" Ross US 7,222,094 B2, col. 6, lines 65-col. 5 lines 1-14). 

As for claim 5, Ross US 7,222,094 B2 teaches a straight debt security of claim 1, 
wherein projected contingent payments are calculated based on one or more of forward 
rates and/or expected values of the contingent payments ("In one specific example, the 
present invention provides for what will hereinafter be referred to as a Contingent 
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Accretion Rate Convertible Zero-Coupon Security ("CARZ"). In one embodiment the 
CARZ may be a senior unsecured obligation (hereinafter sometimes referred to in the 
singular as "note" and in the plural as "notes"), which is convertible into shares of stock 
(e.g., common stock). The note may have a predetermined issue price and a nominal 
maturity amount, wherein the nominal maturity amount may be subject to any upward 
adjustment in the event there is an interest adjustment." Ross US 7,222,094 B2, col. 4, 
lines 24-34). 

As for claim 6, Ross US 7,222,094 B2 teaches a straight debt security of claim 5, 
wherein a comparable yield is determined by referencing a yield of a fixed-rate debt 
instrument with terms and conditions similar to terms and conditions of the straight debt 
security ("Also, if the Reset Rate Agent has not established the Reset Rate for the 
applicable semi-annual period, or if the Reset Rate Agent determines in its sole 
judgment that there is no suitable reference rate from which the Reset Rate may be 
determined, the Reset Rate for that period may be the Reset Rate most recently 
determined (except if there is no Reset Rate most recently determined, in which case 
the Reset Rate may be a rate mutually agreed upon by the Reset Rate Agent and 
Issuer reflecting current market conditions), such Reset Rate to remain in effect until the 
Reset rate Agent determines that there is a suitable reference rate at which time the 
Reset Rate Agent may determine a new Reset Rate for the period ending on the next 
Reset Rate Determination Date.." Ross US 7,222,094 B2, col. 8, lines 15-28. ) 
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As for claim 7, Ross US 7,222,094 B2 teaches a straight debt security of claim 5, 
wherein, a projected payment schedule includes each noncontingent payment and the 
projected contingent payments ("The first reset yield may equal a rate that would result 
in a trading price of par of a hypothetical issue of a debt security of a reset rate target 
entity, wherein the terms of the hypothetical issue of the debt security may include: (i) a 
predetermined maturity (e.g., a predetermined number of days, weeks, months, or 
years); and (ii) an aggregate principal amount substantially equal to an accreted 
principal amount of the obligation. The hypothetical issue of the debt security may be a 
hypothetical issue of a senior, nonconvertible, noncontingent, fixed rate debt security." 
Ross US 7,222,094 B2, col. 3, lines 22-31 ). 

As for claim 8, Ross US 7,222,094 B2 teaches a straight debt security of claim 5, 
wherein adjustments are made based on a comparison of projected contingent 
payments to actual contingent payments ("The conversion ratio and the equivalent 
conversion price of a note in effect at any given time may be referred to as the 
applicable conversion ratio and the Accreted Conversion Price, respectively, and may 
be subject to adjustment as described below." Ross US 7,222,094 B2, col. 12, lines 2- 
7). 

As for claim 9, Ross US 7,222,094 B2 teaches a straight debt security of claim 1, 
wherein the remarketing component provides that straight debt security is remarketed 
as a new one-year straight debt security ("An Issuer may issue the notes for resale by 
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one or more initial purchasers (or "underwriters") to note holders (e.g., qualified 
Institutional buyers). The notes may be issued under an Indenture (including an original 
indenture and any supplemental indentures) among the Issuer, a Support Company, 
and a Trustee. The Indenture may provide for the issuance from time to time of debt 
securities in an unlimited dollar amount and an unlimited number of series. Support 
Company may agree to make any payments required under the notes if Issuer defaults 
with respect to those payments." Ross US 7,222,094 B2, col. 5, lines 66-col. 6, line 8) 
and ("The Reset Rate determined as of each Reset Rate Determination Date may be 
equal to the rate that would, in the sole judgment of the Reset Rate Agent, result in a 
trading price of par of a hypothetical issue of senior, nonconvertible, noncontingent, 
fixed rate debt securities of a " reset rate target entity" (including, but not limited to, one 
of the Issuer, the Support Company, and/or any other desired entity) with (i) a final 
maturity equal to, in the case of the Five-Year Reset Rate, five years; in the case of the ■ 
Two- Year Reset Rate, two years; and in the case of the One- Year Reset Rate, one 
year" Ross US 7,222,094 B2, col. 7, lines 66-col. 8 line 13) 

As for claim 10, Ross US 7,222,094 B2 teaches a straight debt security of claim 1, 
wherein the remarketing component provides that straight debt security is remarketed 
as a straight debt security having a term of at least five years ("The Reset Rate 
determined as of each Reset Rate Determination Date may be equal to the rate that 
would, in the sole judgment of the Reset Rate Agent, result in a trading price of par of a 
hypothetical issue of senior, nonconvertible, noncontingent, fixed rate debt securities of 
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a "reset rate target entity" (including, but not limited to, one of the Issuer, the Support 
Company, and/or any other desired entity) with (i) a final maturity equal to, in the case 
of the Five-Year Reset Rate, five years; in the case of the Two-Year Reset Rate, two 
years; and in the case of the One- Year Reset Rate, one year; (ii) an aggregate principal 
amount equal to the accreted principal amount of the notes; and (iii) covenants and 
other provisions that are, insofar as would be practicable for an issue of senior, 
nonconvertible, fixed-rate debt securities, substantially identical to those of the notes. 
Ross US 7,222,094 B2 col. 7, line 66-col. 8, line 13). 

As for claim 11, Ross US 7,222,094 B2 teaches a straight debt security of claim 1, 
wherein a remarketing time comprises annual remarketing dates ("The note may have a 
predetermined issue price and a nominal maturity amount, wherein the nominal maturity 
amount may be subject to any upward adjustment in the event there is an interest 
adjustment. The nominal maturity amount may represent a predetermined annual initial 
accretion rate and such initial accretion rate may be in effect for a predetermined period 
of time after the issuance of the note." Ross US 7,222,094 B2 col. 4, line 30-37) 

As for claim 12, Ross US 7,222,094 B2 teaches a straight debt security of claim 1, 
wherein a remarketing time comprises remarketing dates at least every five years ("The 
Reset Rate determined as of each Reset Rate Determination Date may be equal to the 
rate that would, in the sole judgment of the Reset Rate Agent, result in a trading price of 
par of a hypothetical issue of senior, nonconvertible, noncontingent, fixed rate debt 
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securities of a "reset rate target entity" (including, but not limited to, one of the Issuer, 
the Support Company, and/or any other desired entity) with (i) a final maturity equal to, 
in the case of the Five- Year Reset Rate, five years; in the case of the Two- Year Reset 
Rate, two years; and in the case of the One-Year Reset Rate, one year; (ii) an 
aggregate principal amount equal to the accreted principal amount of the notes; and (iii) 
covenants and other provisions that are, insofar as would be practicable for an issue of 
senior, nonconvertible, fixed-rate debt securities, substantially identical to those of the 
notes. Ross US 7,222,094 B2 col. 7, line 66-col. 8, line 13). 

As for claim 13, Ross US 7,222,094 B2 teaches a straight debt security of claim 1, 
wherein a remarketed security includes current coupon payments (" Issuer may issue 
the notes in book-entry form, without interest coupons. Issuer may or may not charge a 
service charge for any registration of transfer or exchange of the notes. Issuer may, 
however, require the payment of any tax or other governmental charge payable for that 
registration. ". Ross US 7,222,094 B2 col. 27, lines 23-27). 

As for claim 14, Ross US 7,222,094 B2 teaches a straight debt security of claim 1, 
wherein a remarketed security has no current coupon payments ("One embodiment of 
the present invention may be used in the context of a pure zero-coupon security (e.g., a 
bond), wherein the pure zero-coupon security may pay a yield based on the price of a 
tracked stock. For the purposes of the present application, the "yield" associated with 
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the pure zero-coupon security may be an "accretion rate"." Ross US 7,222,094 B2 col. 
4, lines 4- 9). 

As for claim 16, Ross US 7,222,094 B2 teaches a financial method comprising the steps 
of: 

issuing a straight debt security to a holder, the straight debt security including a maturity 
component providing a maturity term of the straight debt security, a reset component 
that specifying terms and conditions for resetting a yield of the straight debt security ("In 
another embodiment a method for conducting a transaction is provided, comprising: 
setting at least one of an issue price, a maturity date, and a nominal maturity value for 
an obligation issued by an issuer; setting an initial yield for the obligation, wherein the 
initial yield is applied to the obligation for an initial time period; setting a current yield for 
the obligation, wherein the current yield is applied to the obligation after the initial time 
period has elapsed, and wherein the current yield is set equal to one of a first reset yield 
and a second reset yield, depending upon a value of a share of a stock in relation to an 
accreted conversion price of the obligation; and permitting conversion of the obligation 
into the stock according to a conversion formula. Ross US 7,222,094 B2 col. 1 , line 48- 
line 59), and 

a remarketing component providing terms and conditions for remarketing the straight 
debt security to new investors (" The stock may be stock in the issuer. The stock may 
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be stock in an entity having a legal relationship with the issuer. The legal relationship 
may be selected from the group including, but not limited to: a) parent company; b) 
subsidiary; and c) holding company. The stock may be stock in an entity that is not 
legally related to the issuer. The stock may be in an entity whose stock is publicly 
traded. The obligation may be sold to a holder by an underwriter. The obligation may be 
sold by the issuer to the underwriter for resale to the holder." Ross US 7,222,094 B2, 
col. 3, line 61- col. 4, line 3); and 

offering, at a remarketing time, the straight debt security to one or more new investors, 
wherein, after remarketing, the straight debt security remains outstanding and potential 
recapture of excess tax benefits is postponed until the time the straight debt security 
ceases to be outstanding ("Each holder may agree, for U.S. federal income tax 
purposes, to treat the notes as "contingent paymentdebt instruments" and to be bound 
by Issuer's application of the Treasury regulations that govern contingent payment debt 
instruments, including Issuer's determination that the rate at which interest may be 
deemed to accrue for federal income tax purposes may be 7.51%, compounded semi- 
annually, which may be the rate comparable to the rate at which Issuer may borrow on 
a noncontingent, nonconvertible borrowing with terms and conditions otherwise 
comparable to the notes (including the rank, term, and general market conditions Ross 
US 7,222,094 B2, col. 6, lines 46-56). 
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As for claim 17, Ross US 7,222,094 B2 teaches a method of claim 16, further 
comprising calculating projected contingent payments ("In addition, a holder may 
recognize ordinary income upon a conversion of a note into the common stock of 
Support Company equal to the excess, if any, between the value of the stock received 
on the conversion and the holder's adjusted tax basis in the note. It is noted, however, 
that the application of the regulations that govern contingent payment debt instruments 
to a holder of a note may be otherwise construed or interpreted by the Internal Revenue 
Service and it might be determined that, among other differences, a holder should have 
accrued interest income at a lower rate, should not have recognized income or gain 
upon the conversion, or should not have recognized ordinary income upon a taxable 
disposition of a note.". Ross US 7,222,094 B2, col. 6, line 61 -col. 17 line 6). 

As for claim 18, Ross US 7,222,094 B2 teaches a method of claim 17, wherein the 
projected contingent payments are calculated based on one or more of forward rates 
and/or expected values of the contingent payments ("No adjustment in the Accreted 
Conversion Price may necessarily be required unless the adjustment would require an 
increase or decrease of at least 1 % of the Accreted Conversion Price. If the Adjustment 
is not made because the adjustment does not change the Accreted Conversion Price by 
more than 1%, then the adjustment that is not made may be carried forward and taken 
into account in any future adjustment.. Ross US 7,222,094 B2, col. 16, line 61-col. 17 
line 1). 
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As for claim 19, Ross US 7,222,094 B2 teaches a method of claim 18, wherein a 
comparable yield is determined by referencing a yield of a fixed-rate debt instrument 
with terms and conditions similar to terms and conditions of the straight debt security 
("For example, the present invention may, of course, also be used in the context of a 
security which is not a zero-coupon security, or which has attributes of both a zero- 
coupon security and a non-zero-coupon security. Further, while specific offering details 
regarding the CARZ terms are disclosed with reference to the general embodiment 
(e.g., issue price, nominal maturity amount, maturity date, nominal yield, redemption 
dates and terms, conversion dates and terms, repurchase dates and terms, interest 
adjustment dates and terms, etc.), it is to be understood that the present invention 
contemplates use of the CARZ structure with any other desired terms (e.g., a different 
issue price, a different maturity date, a different nominal maturity amount, a different 
nominal yield, different redemption dates and/or terms, different conversion dates 
and/or terms, different repurchase dates and/or terms, different interest adjustment 
dates and/or terms, etc.)." Ross, US 7,222,094 B2, col. 5, lines 48-61). 

As for claim 20, Ross US 7,222,094 B2 teaches a method of claim 16, further 
comprising adjusting, at a remarketing time, a yield of the straight debt security for a 
period of three months after the remarketing time, to a benchmark interest rate in effect 
at least three months earlier than the remarketing time (Further, while the present 
invention has been described with regard to particular calculation periods (e.g., 
quarterly and semi-annual calculation periods), any desired calculation periods (e.g., 
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weekly, monthly, quarterly, semi-annually, or year(y) may be used (and the specific 
dates defining such calculation periods may be any desired dates). Ross US 7,222,094 
B2, col. 31, line 19-22). 

As for claim 21, Ross US 7,222,094 B2 teaches a method of claim 17, further 
comprising making adjustments based on a comparison of projected contingent 
payments to actual contingent payments ("For the purposes of this application, a "test 
window" shall mean a desired number of days over which a test or comparison is 
performed. Beginning on May 15, 2004, if the closing sales price of the common stock 
of Support Company is equal to or less than 60% of the Accreted Conversion Price of 
the notes for any x number of trading days (e.g., 20 trading days) out of the last y 
number of consecutive trading days (e.g., 30 trading days) ending three business days 
prior to such date or three business days prior to any May 15 or November 15 
thereafter, then the accretion rate on the notes for the semi-annual period commencing 
on such date may be subject to an increased accretion rate equal to the applicable per 
annum Reset Rate in effect at that time.." Ross US 7,222,094 B2, col. 6, lines 46-56). 

As for claim 22, Ross US 7,222,094 B2 teaches a method of claim 21, wherein if the 
actual contingent payments exceed the projected contingent payments, a positive 
adjustment is made ("Further, the adjusted interest rate may have high value and/or 
low value caps. Further still, there may be multiple adjusted interest rates for multiple 
stock price thresholds (wherein the adjusted interest rate may move up and/or down). 
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Further still, there may be a formula or "sliding scale" for setting (e.g., up or down) the 
adjusted interest rate (e.g., one or both of the first reset accretion rate and the second 
reset accretion rate) for one or more stock price thresholds (such a "sliding scale" may 
comprise setting the adjusted interest rate to one or more values depending upon the 
stock price and the sliding scale may be fixed at the time of the issuance of the 
obligation and/or the sliding scale may be fixed after the issuance of the obligation 
and/or the sliding scale may vary over time)." Ross US 7,222,094 B2, col. 5, lines 1-14). 

As for claim 23, Ross US 7,222,094 B2 teaches a method of claim 21, wherein if the 
actual contingent payments are less than the projected contingent payments, a negative 
adjustment is made made ("Further, the adjusted interest rate may have high value 
and/or low value caps. Further still, there may be multiple adjusted interest rates for 
multiple stock price thresholds (wherein the adjusted interest rate may move up and/or 
down). Further still, there may be a formula or "sliding scale" for setting (e.g., up or 
down) the adjusted interest rate (e.g., one or both of the first reset accretion rate and 
the second reset accretion rate) for one or more stock price thresholds (such a "sliding 
scale" may comprise setting the adjusted interest rate to one or more values depending 
upon the stock price and the sliding scale may be fixed at the time of the issuance of the 
obligation and/or the sliding scale may be fixed after the issuance of the obligation 
and/or the sliding scale may vary over time)." Ross US 7,222,094 B2, col. 5, lines 1-14). 
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As for claim 24, Ross US 7,222,094 B2 teaches a method of claim 16, wherein the 
straight debt security is remarketed as a new one-year straight debt security ("An Issuer 
may issue the notes for resale by one or more initial purchasers (or "underwriters") to 
note holders (e.g., qualified institutional buyers). The notes may be issued under an 
Indenture (including an original indenture and any supplemental indentures) among the 
Issuer, a Support Company, and a Trustee. The Indenture may provide for the issuance 
from time to time of debt securities in an unlimited dollar amount and an unlimited 
number of series. Support Company may agree to make any payments required under 
the notes if Issuer defaults with respect to those payments." Ross US 7,222,094 B2, col. 
5, lines 66-col. 6, line 8) and ("The Reset Rate determined as of each Reset Rate 
Determination Date may be equal to the rate that would, in the sole judgment of the 
Reset Rate Agent, result in a trading price of par of a hypothetical issue of senior, 
nonconvertible, noncontingent, fixed rate debt securities of a " reset rate target entity" 
(including, but not limited to, one of the Issuer, the Support Company, and/or any other 
desired entity) with (i) a final maturity equal to, in the case of the Five- Year Reset Rate, 
five years; in the case of the Two-Year Reset Rate, two years; and in the case of the 
One-Year Reset Rate, one year" Ross US 7,222,094 B2, col. 7, lines 66-col. 8 line 13) 

As for claim 25, Ross US 7,222,094 B2 teaches a straight debt security of claim 16, 
wherein the remarketing component provides that straight debt security is remarketed 
as a new straight debt security having a term of five or more years ("An Issuer may i 
issue the notes for resale by one or more initial purchasers (or "underwriters") to note 
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holders (e.g., qualified institutional buyers). The notes may be issued under an 
Indenture (including an original indenture and any supplemental indentures) among the 
Issuer, a Support Company, and a Trustee, the Indenture may provide for the issuance 
from time to time of debt securities in an unlimited dollar amount and an unlimited 
number of series. Support Company may agree to make any payments required under 
the notes if Issuer defaults with respect to those payments." Ross US 7,222,094 B2, col. 
5, lines 66-col. 6, line 8) and ("The Reset Rate determined as of each Reset Rate 
Determination Date may be equal to the rate that would, in the sole judgment of the 
Reset Rate Agent, result in a trading price of par of a hypothetical issue of senior, 
nonconvertible, noncontingent, fixed rate debt securities of a " reset rate target entity" 
(including, but not limited to, one of the Issuer, the Support Company, and/or any other 
desired entity) with (i) a final maturity equal to, in the case of the Five-Year Reset Rate, 
five years; in the case of the Two-Year Reset Rate, two years; and in the case of the 
One-Year Reset Rate, one year" Ross US 7,222,094 B2, col. 7, lines 66-col. 8 line 13). 

As for claim 26, Ross US 7,222,094 B2 teaches a straight debt security of claim 16, 
wherein a remarketed security has current coupon payments ("Another embodiment of 
the present invention may be used in the context of a security (e.g., a bond) that is not a 
pure zero-coupon security, wherein the security which is not a pure zero-coupon 
security may pay a yield based on the price of a tracked stock. For the purposes of the 
present application, the "yield" associated with the security that is not a pure zero- 



Application/Control Number: 10/703,975 Page 19 

Art Unit: 3609 

coupon security may be a "cash payment yield" or a combination of a "cash payment 
yield" and an "accretion rate". Ross US 7,222,094 B2, col. 4, lines 4-9) 

As for claim 27, Ross US 7,222,094 B2 teaches a straight debt security of claim 16, 
wherein a remarketed security has no current coupon payments (One embodiment of 
the present invention may be used in the context of a pure zero-coupon security (e.g., a 
bond), wherein the pure zero-coupon security may pay a yield based on the price of a 
tracked stock. For the purposes of the present application, the "yield" associated with 
the pure zero-coupon security may be an "accretion rate" Ross US 7,222,094 B2, col. 4, 
lines 10-18). 

As for claim 28, Ross US 7,222,094 B2 teaches a method of claim 16, wherein the 
straight debt security is remarketed annually ("The hypothetical issue of the debt 
security may be a hypothetical issue of a senior, nonconvertible, noncontingent, fixed 
rate debt security. The predetermined maturity may equal a predetermined number of 
years between 1 and 20." Ross US 7,222,094 B2, col. 3, lines 29-33). 

As for claim 29, Ross US 7,222,094 B2 teaches a straight debt security of claim 16, 
wherein a remarketing time comprises remarketing dates at least every five years ("The 
Reset Rate determined as of each Reset Rate Determination Date may be equal to the 
rate that would, in the sole judgment of the Reset Rate Agent, result in a trading price of 
par of a hypothetical issue of senior, nonconvertible, noncontingent, fixed rate debt 



Application/Control Number: 10/703,975 Page 20 

Art Unit: 3609 

securities of a "reset rate target entity" (including, but not limited to, one of the Issuer, 
the Support Company, and/or any other desired entity) with (i) a final maturity equal to, 
in the case of the Five-Year Reset Rate, five years; in the case of the Two-Year Reset 
Rate, two years; and in the case of the One-Year Reset Rate, one year; (ii) an 
aggregate principal amount equal to the accreted principal amount of the notes; and (iii) 
covenants and other provisions that are, insofar as would be practicable for an issue of 
senior, nonconvertible, fixed-rate debt securities, substantially identical to those of the 
notes. Ross US 7,222,094 B2 col. 7, line 66-col. 8, line 13). 

Claim Rejections - 35 USC § 103 

4. The following is a quotation of 35 U.S.C. 1 03(a) which forms the basis for all 
obviousness rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set 
forth in section 102 of this title, if the differences between the subject matter sought to be patented and 
the prior art are such that the subject matter as a whole would have been obvious at the time the 
invention was made to a person having ordinary skill in the art to which said subject matter pertains. 
Patentability shall not be negatived by the manner in which the invention was made. 

5. Claims 15 & 30 are rejected under 35 U.S.C. 103(a) as being unpatentable over 
Ross US 7,222,094 B2 in view of Lange US 2002/0147670 A1 . 

As for claim 1 5, Ross US 7,222,094 B2 shows a straight debt security of claim 1 . 

Ross fails to show a 30-year term 



i 
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Lange US 2002/0147670 A1 teaches "In a preferred embodiment of the present 
invention, investments may be solicited over ranges of outcomes for market events, 
such as the event that the 30-year U.S. Treasury bond will close on a given date with a 
yield between 6.10% and 6.20%." Lange US 2002/0147670 A1 fl[0256]) 

It would have been obvious to one of ordinary skill in the art at the time of the invention 
to modify the invention of Ross to include a 30-year term since someone seeking 
financial growth over a long term would seek an investment in long-term securities. 

As for claim 30, Ross US 7,222,094 B2 shows a system comprising: 

an issuing agent for issuing a straight debt security to a holder, the straight debt security 
including a maturity component providing a maturity term of the straight debt security, a 
reset component that specifies terms and conditions for resetting a yield on the straight 
debt security, and a remarketing component providing terms and conditions for 
remarketing the straight debt security to new investors ("In another embodiment a 
method for conducting a transaction is provided, comprising: setting at least one of an 
issue price, a maturity date, and a nominal maturity value for an obligation issued by an 
issuer; setting an initial yield for the obligation, wherein the initial yield is applied to the 
obligation for an initial time period; setting a current yield for the obligation, wherein the 
current yield is applied to the obligation after the initial time period has elapsed, and 
wherein the current yield is set equal to one of a first reset yield and a second reset 
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yield, depending upon a value of a share of a stock in relation to an accreted conversion 
price of the obligation; and permitting conversion of the obligation into the stock 
according to a conversion formula. Ross US 7,222,094 B2 col. 1 , line 48- line 59); and 

a remarketing agent for offering, at a remarketing time, the straight debt security to one 
or more new investors, wherein, after remarketing, the straight debt security remains 
outstanding and potential recapture of excess tax benefits is postponed until the straight 
debt security ceases to be outstanding ("Each holder may agree, for U.S. federal 
income tax purposes, to treat the notes as "contingent payment debt instruments" and 
to be bound by Issuer's application of the Treasury regulations that govern contingent 
payment debt instruments, including Issuer's determination that the rate at which 
interest may be deemed to accrue for federal income tax purposes may be 7.51%, 
compounded semi-annually, which may be the rate comparable to the rate at which 
Issuer may borrow on a noncontingent, nonconvertible borrowing with terms and 
conditions otherwise comparable to the notes (including the rank, term, and general 
market conditions Ross US 7,222,094 B2, col. 6, lines 46-56). 

Ross fails to show a computer system. 

Lange US 2002/0147670 A1 shows "Preferred embodiments of the system of the 
present invention involve the use of electronic technologies, such as computers, 
computerized databases and telecommunications systems, to implement methods for 
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conducting demand-based trading of the present invention." (Lange US 2002/0147670 
A1 U[0068J) 

It would have been obvious to one of ordinary skill in the art at the time of the invention 
to modify the invention of Ross to include a computer system to allow "investors to 
make and execute conditional or limit orders, where an order is executed or withdrawn 
in response to a calculation of a probability of the occurrence of one or more of the 
defined states. (Lange US 2002/0147670 A1 1J[0068]) 

Conclusion 

6. The prior art made of record and not relied upon is considered pertinent to 
applicant's disclosure. 

Roberts (US 4839804 A) shows a method and apparatus are provided to insure a 
means of purchasing a floating rate zero-coupon note, that is designed to fund a certain 
future liability of uncertain value and thereby defease fully its future cost. The method is 
a one-year renewable term insurance program that fully funds the purchase of a certain 
floating rate zero-coupon note upon the occurrence of some catastrophic event, such as 
the death of the insured. The system projects the expected death benefit payment and 
then calculates the annual insurance premium based on the expected death benefit 
payment, type of policy, and personal and risk characteristics of the insured. 
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Leon US (US 5,832,461) shows data processing for a form of relationship management 
links, supervises, and balances depositors, marketing agents, financial intermediaries, 
mortgage brokers, and borrowers in an inflation-adjusted financing program. Funds are 
deposited in participating financial institutions in return for certificates of deposit yielding 
a fixed rate of interest, plus principal growth at a yearly rate equal to that year's rate of 
growth in the Consumer Price Index-All Urban Consumers, All Items. Funds on deposit 
are loaned to borrower, either directly or through brokers, at a rate calculated by adding 
three components: a fixed debt service rate, a fixed constant interest rate, and an 
inflation factor interest rate which reflects the effects of inflation on the outstanding loan 
balance. The organizing company synchronizes the entire program by contacting 
depositors through a marketing agent, designating institutions to receive depositors' 
funds, contacting borrowers directly or through brokers, and by supplying data 
processing capabilities to financial intermediaries for purposes of implementation of the 
program and for the analysis of the effects of the program on the intermediaries' capital 
structures. 

Birle (Pub. No.2005/01 60025) shows a contingent convertible debt instrument 
containing a provision permitting conversion only if any of certain economically 
substantial contingencies are satisfied. For example there may be a provision that 
conversion is permitted only if the issuer's stock price reaches some price, defined as 
some predetermined price substantially higher than the conversion price, is reached. 
This contingent conversion trigger price may be 110% or 120% more of the conversion 
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price. The debt instrument may be a negotiable long-term zero-coupon note, and a 
provision may be included that the number of underlying instruments issuable or 
deliverable at conversion or exchange is adjusted under certain circumstances (e.g., 
merger, acquisition, or formulae amounts). Corresponding methods and systems are 
employed for offering and servicing such financial instruments. 

1. Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to Gerald C. Vizvary whose telephone number is 571-270- 
3268. The examiner can normally be reached on Monday thru Friday. 

i 

If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, Khoi Tran can be reached on 571-272-6919. The fax phone number for the 
•organization where this application or proceeding is assigned is 571-270-4268. 
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Information regarding the status of an application may be obtained from the Patent 
Application Information Retrieval (PAIR) system. Status information for published 
applications may be obtained from either Private PAIR or Public PAIR. Status 
information for unpublished applications is available through Private PAIR only. For 
more information about the PAIR system, see http://pair-direct.uspto.gov. Should you 
have questions on access to the Private PAIR system, contact the Electronic Business 
Center (EBC) at 866-217-9197 (toll-free). If you would like assistance from a USPTO 
Customer Service Representative or access to the automated information system, call 
800-786-9199 (IN USA OR CANADA) or 571-272-1000. 



Gerald Vizvary 

Patent Examiner, A.U. 3609 

September 25, 2007 
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